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(c) If the mortgagor, whether at 
HUD’s request or otherwise, makes any 
material change during a tenant com-
ment period in the materials submitted 
to HUD pursuant to § 245.415, the mort-
gagor must notify the tenants of the 
change, in the manner provided in 
§ 245.15, and make the materials as 
changed available for inspection and 
copying at the address specified in the 
notice for this purpose. The tenants 
have a period of 15 days from the date 
of service of this additional notice (or 
the remainder of any applicable com-
ment period, if longer) in which to in-
spect and copy the materials as 
changed and to submit comments on 
the proposed covered action, before the 
mortgagor may submit its request to 
HUD for approval of the covered ac-
tion.

§ 245.425 Submission of request for ap-
proval to HUD. 

Upon completion of the tenant com-
ment period, the mortgagor must re-
view the comments submitted by ten-
ants and their representatives and pre-
pare a written evaluation of the com-
ments. The mortgagor must then sub-
mit the following materials to the 
local HUD office: 

(a) The mortgagor’s written request 
for HUD approval of the covered ac-
tion; 

(b) Copies of all written tenant com-
ments; 

(c) The mortgagor’s evaluation of the 
tenant comments on the proposed con-
version or reduction; 

(d) A certification by the mortgagor 
that it has complied with all of the re-
quirements of § 245.410, § 245.415, 
§§ 245.416 through 245.419, as applicable, 
§ 245.420, and this section; and 

(e) Such additional materials as HUD 
may have specified in writing. 

(Approved by the Office of Management and 
Budget under control number 2502–0310)

§ 245.430 Decision on request for ap-
proval. 

(a) After considering the mortgagor’s 
request for approval and the materials 
submitted in connection with the re-
quest, HUD must notify the mortgagor 
in writing of its approval or dis-
approval of the proposed covered ac-
tion, including, if applicable, its ad-

justment upward or downward of the 
proposed reduction in tenant-paid util-
ities. HUD must provide its reasons for 
its determination. 

(b) The mortgagor must notify the 
tenants of HUD’s decision in the man-
ner provided in § 245.15. If HUD has ap-
proved the proposed covered action, the 
notice must state: 

(1) The effective date of the covered 
action (which must be at least 30 days 
from the date of service of the notice 
and in accordance with the terms of ex-
isting leases); 

(2) In the case of HUD’s approval of a 
conversion from project-paid utilities 
to tenant-paid utilities or a reduction 
in tenant utility allowances, the 
amount of the rent to be paid to the 
mortgagor and the utility allowance 
for each unit; and 

(3) In the case of HUD’s approval of a 
conversion of residential units in a 
multifamily housing project to a non-
residential use or the transfer of the 
project to a cooperative housing mort-
gagor corporation or association, 
which residential rental units are to be 
converted and whether the conversion 
is to nonresidential use or to coopera-
tive or condominium units.

§ 245.435 Non-insured projects: Con-
version from project-paid utilities 
to tenant-paid utilities or a reduc-
tion in tenant utility allowances. 

(a) In the case of a proposed conver-
sion from project-paid utilities to ten-
ant-paid utilities or a reduction in ten-
ant utility allowances involving a 
project that is assisted under section 
236 of the National Housing Act (12 
U.S.C. 1715z–1) or section 101 of the 
Housing and Urban Development Act of 
1965 (12 U.S.C. 1701s) but that does not 
have a mortgage insured by HUD or 
held by the Secretary, the provisions of 
this section and of §§ 245.405 through 
245.425 apply to the mortgagor (project 
owner), except that— 

(1) The notice to tenants required 
under § 245.410 must be modified to re-
flect the procedural changes made by 
this section; 

(2) The materials (including tenant 
comments) required to be submitted to 
HUD under §§ 245.415 and 245.425 must be 
submitted to the State or local agency 
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administering the Section 236 assist-
ance or rent supplement assistance 
contracts, rather than to HUD; and 

(3) The State or local agency must 
certify that the mortgagor has com-
plied with the requirements of 
§§ 245.410, 245.415, 245.416, 245.420, and 
245.425. 

(b) After the State or local agency 
has considered the request for approval 
of a conversion or reduction that meets 
the requirements of § 245.425, it must 
make a determination to approve or 
disapprove the conversion, or to ap-
prove, adjust upward or downward, or 
disapprove the reduction. If the agency 
determines to approve the conversion 
or reduction (as originally proposed or 
as adjusted), it must submit to the ap-
propriate local HUD office the mortga-
gor’s request for approval of the con-
version or reduction, along with the 
comments of the tenants and the mort-
gagor’s evaluation of the comments, 
and must certify to HUD that the 
mortgagor is in compliance with the 
requirements of this subpart. HUD 
must review the agency’s determina-
tion and certification and notify the 
agency of its approval or disapproval of 
the proposed conversion or of its ap-
proval, adjustment upward or down-
ward, or disapproval of the proposed re-
duction. HUD will not unreasonably 
withhold approval of a conversion or 
reduction approved by the State or 
local agency. 

(c) If the agency determines to dis-
approve the conversion or reduction, 
there is no HUD review of the agency’s 
determination. 

(d) The agency must notify the mort-
gagor of the final disposition of the re-
quest, and it must furnish the mort-
gagor with a written statement of the 
reasons for its approval or disapproval. 
The mortgagor must make the reasons 
for approval or disapproval known to 
the tenants, by service of notice on 
them as provided in § 245.15. If the agen-
cy has approved the proposed conver-
sion or a reduction, the notice must set 
forth the information prescribed in 
§ 245.430(b) (1) and (2).
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Subpart A—General Provisions

§ 246.1 Scope and effect of regulations. 
(a) The regulation of rents for a 

project coming within the scope of 
‘‘Subpart B—Unsubsidized Insured 
Projects’’ is preempted under these 
regulations only when the Department 
determines that the delay or decision 
of the local rent control board, or other 
authority regulating rents pursuant to 
state or local law (hereinafter referred 
to as board) jeopardizes the Depart-
ment’s economic interest in a project 
covered by that subpart. The regula-
tion of rents for projects coming within 
the scope of ‘‘Subpart C—Subsidized In-
sured Projects’’ is preempted in its en-
tirety by the promulgation of these 
regulations. The regulation of rents for 
projects coming within the scope of 
‘‘Subpart D—HUD-Owned Projects’’ 
rests within the exclusive jurisdiction 
of the Department. 
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